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independent Auditor's Report

To the Board of Education
Chippews Yaltey Schools

We have audited the acoompanying financial starements of the governimental activities, each
major Tund, and the aggregate remaining fund information of Chippewa Yaliey Schools as of and
for the year ended June 30, 2008, which collectively comprise the Schoeot District's basic financial
staterments as dsted in the table of contents. Thess financisl statements are the responsibilicy of
Chippewa Valley Schools” management.  OCur responsibility is 1o express opinions on thess
financial staternents based on our audit.

We conducted our audit in sccordance with auditing standards generaily accepted in the United
States of Americs and the standards applicable to financial audits contained in Government
Auditing Standerds, issued by the Comptrolier General of the United States. Those standards
vequire that we plan and perform the audit to obtain reasonable assurance about whother the
firancial statements are free of material misstarement,  An audit includes examining, on & test
basis, evidence supporting the amounts and disclosures in the financial statermnents. An avdit alse
includes assessing the accounting prindples used and signiflcent estimares made by management,
as well a3 evsluating the overall financial staterment presentation.  Wa believe that our audit
provides a reasonable basls for our opinions,

I our opinion, the financial statements referred to sbove prasent fairly, in alf material respects,
the respactive fnancisl position of the governmental activities, each maior fund, and the
aggregate remaining fund information of Chippewa Vailey Schools as of june 30, 2008 and the
respective changes in financial position and cash flows, where applicable, for the year then
ended, in conformity with accounting principles generaily accepted in the United Seates of
America.

The management's discussion and analysis on pages 3 through 12 and the budgetary comparison
schedule are not required parts of the basic financial statements but are supplemental
miormation required by accounting principles generally accepted in the United States of
Arneriea. We have applied certain limited procedures, which consistad principally of inquirtes of
management, regarding the methods of messurement and presentation of the required
supplemental information, However, we did not audit the information and EXPYess No opinion
o it




To the Board of Education
Chippewa Valley Schools

Gur audit was conducted for the purpose of forming opinions on the financial staternents that
collectively comprise Chippewa Valley Schools’ basic finandal starersents. The accompanying
other supplementasl information, as identified in the table of contents, is not a required part of
the basic financial staternents. The other supplemental information is presented for the purpose
of additional analysis.  The other supplemental information bas been subjocted 1o the auditing
procedures applied in the audit of the basic financial staterments and, in our opinion, is fairly
stated in 2l material respects in relation to the basic financial statements taken as a whole,

v accordance with Government Auditing Stondards, we have slse issusd our report dated
September 22, 2008 on our considerstion of the School District's internal control over financial
reporting and on our tests of ity compliance with certain provisions of laws, regulations,
contracts, and grant agreements. The purpose of that report is 1o describe the scope of our
testing of internal control over finandal reporting and compliance and the results of that testing,
and not 1o provide opinions on the internal control over financial reporting or on compliance.
That yeport 35 w0 integral part of an audit porformesd in accordance with Govermment Auditing
Standurds and should be considered in assessing the results of our audit.

L, BLLt

septermber 44, 2008



Chippewa Valley Schools

| Management’s Discussion and Anatysis

This section of Chippewa Valley Schools’ (the “Schoal Dhistrict”) annual financial report presants
our discussion and analysis of the Schoo! District's financial performance during the year ended
June 30, 2008, Please read it iy conjunction with the School District’s financial staterments, which
trmediately foliow this section,

Lisine this Annuzl Report

This annual report consists of a series of financial staterments and POLES T those STALGrTiemTs,
These statements are organized so the reader can understand Chippews Valley Schools
finandially as a whole. The districtwide financial statements provide information about the
activities of the whale School District, presenting both an ageregate view of the School District's
firances and a longer-term view of those finances, The fund financal staternents provide the
next fevel of detail,  For governmental activities, these statements tell how sorvices wars
financed In the short term as well as what remains for future spending,  The fund financial
staternants look at the School District’s operations in more detall then the district-wide financial
staterments by providing information about the Sehool District's mose stgnificant funds - the
General Fund and the 2005 Capital Proiects Fund, with afl other funds presented in one gelumn
as nonmajor funds. The remaining statement, the statement of fiduciary assers and labilities,
presents financial information about activities for which the School District acts solely as an agent
for the benefit of students and parents. The format of the annual report is as follows:

Marsgement's Discussion and Analysis (MID&A)
{Required Supplemental Information)

Basic Financial Statements
Districtewide Financis) Staterments Fund Financgial Storements
Motes o the Basle Financial Staterments

{Required Supplemental Information)
Budgetary Information for General Fund

Other Supplemental Information
Reporting the School District as @ Whole - Districe-wide Fingnciol Statements

One of the most important questions asked about the Schoo! District i, "As 3 whole, what is the
school District’s financial condition as a result of the year's activities?” The statement of net
assets (deficit) and the statement of activities, which appear first in the School District’s financial
staternents, report information on the School District as & whole and its activities in a waty that
helps you answer this question. We prepare these statements to inchude all assets and ftabilities,
using the accrual basis of accounting, which is similar to the accounting used by most private
sector companies, Al of the current year's revenues and expenses are taken ints account
regardioss of when cash is received or paid.



Chippewa Valley Schools

Management’s Discussion and Analysis (Continued)

These two statements report the Schoo! District's net assats - the difference between assets and
fabilities, as reported in the statement of net assets (deficit) - as one way o maasura the School
District’s financial health or financal position. Over time, incresses or decreases in the Schoal
District’s net assets - as reported in the statement of activities - are indicators of whether its
financial health is improving or detoriorating. The refationship between revenues and axpenses
is the dthool District’s operating results.  However, the School District's goal is to provide
services 1o our students, not to generate profits as cormmercial entities do. One must consider
many other nonfinancial factors, such as the guality of the education provided and the safery and
maintenance of the schools, 1o assess the overall health of the Schoo! District,

The statement of net assets {deficit) and the statement of activities report the governmentsal
activities for the School District, which encompass all of the Schoal District’s services, including
instruction, support services, building activities, athletics, and food services. Property taxes
wrrestricted state aid (foundation allowance revenus), and state and federal grangs finance most
ol these activities.

Reporting the Schoof District’s Most Significant Funds - Fund Financial Stotemerts

The School District's fund financial staternents provide detailed information about the most
significant funds - not the Schoot District as a whole, Some funds are required to be astablishad
by state faw and by bord covenants. Howaver, the Schoo! District estsbiishes rany other funds
to help it contrel and manage money for particular purposes (the Food Services, Athiatics, and
Building Activity Funds are esarnples) or to show that it s imeeting legal responsibilivies for using
cerlain tanes, grants, and other money (such as bond-funded construction funds used for vorer-
approved capital projects). The governmaental funds of the Schoot Districs use the following
acuoundng approach:

Governmeanal fundz - All of the School District’s services ars reported in governmental
funds. Governmental fund reporting focuses on showing how money flows into and out
of funds and the balances left at year end that are available for spending. They are
reported using an accounting method called modified accrus! accounting, which
measures cash and all other finandial assets that can readily be converted to cash. The
governmental fund statements provide a detsiled short-term view of the aperations of
the School District and the services it provides. Governmental fund information halps
you determine whather there are more or fewer financial resources that can be spent
i the near future to finance the School District's programs, We describe the
refationship  (or  differences) between govermmental activities (reported in the
statement of net assets (deficit) and the statement of activities) and governmental funds
i a reconciliation,



Chippewa Valiey Schools

Management’s Discussion and Analysis (Continued)

The School District as Trustes - Reporting the School District’s Fiduciary Responsibilities

The School District Is the wustee, or fidudary, for ity student activity funds. All of the Schoo
District’s fiduciary activities are reported in a separate staterment of fiduciary assers and labilities,
We exclude these activities from the School District’s other financial statements because the
School District cannot use these assets to finance ifs operations. The School District s

responsible for ensuring that the assets reported in these funds are used for their intendsd
pUrposes,

The Brhool District 23 a Whaole

Recall that the statement of net assets (deficht) provides the perspective of the Schoof District ss
& whole, Table | provides a summary of the School District's net assers {deficit) as of june 30,
2008 and, for comparative purposes, net assets (deficit) as of june 30, 2007;

Table | Govea*'nr's‘ae‘-.‘er‘aaaiﬂ Activities
2008 2007
{iry il
Bugers
Current and other assets % 737 % 95
Capital assats 3635
Total assets 4372
Limbilities
Current Habilides 45 481
Long-term labilities 4800 4500
Total labilitios 4851 498 ]
Met Assets (Deficit)
invested in property and equipment - Net of related debt (54.7} (63.0)
Restricted 4.5 4.2
Unrestricted A3 08
Total net assets {deficit) % {(47.9) % {57.9)

The above analysis focuses on the net assets (deficit) (see Table 1), The change in net assets
{deficity of the School District’s governmental activities is discussad balow {see Tabie 2). The
Schoo! Districe's net assets were ($47.9) million at june 30, 2008,



Chippewa Valley Schools

Management’s Discussion and Analysis (Continued)

Capital assets, net of related debt torafing (554.7) million, comparss the origing cost, less
depreciation of the School District’s capital assets to long-term debt used to finance the
acquisition of those assets, Key reasons for the capital assets, net of related debt toraling
($54.7) million, include the School District's participation with the School Bond Loan Fund
program and the refirerment of debt not equal to the current Jevel of depreciation. Most of the
cebt will be repaid from voter-approved property taxes collected as the debr service comes
chua,

Restricted net assets are reported separately 1o show legal constraints from debt covenants and
enabling legislation that limit the Schoo! District’s ability 10 use those net assets for day-to-day
Oparations.

The remaining amount of net assets of $2.3 million was unrestricted.  The $2.3 million in
anrestricted net assets of governmental sctivities represents the acoumulated results of alt past
years operations. The unesiricted net assets bulance enables the School District to meet
working capital and cash flow requirements as well as to provide for future uncertainties, The
operating results of the General Fund will have a significant impact on the change in unyestricted
net assets from year to year.

The results of this year's operations for the School District as 2 whole are reported in the
statement of activitles (see Table 2), which shows the changes in net assets for fiseal vear 2008
and, for comparative purposes, the change in net assets for fiscal yesr 2007

Vable 2 _Laovernmental Activitios
20068 2007
{iry mithons)
Revenue
Program revenus:
Charges for services % 49 % 48
Federal grants and entittements 4.7 37
State categoricals 6.3 5.3
Operating grants 3.4 34
General revenue:
Property taxes 44,1 414
Srate foundation sllowance e 91.0
Other 7.0 6.4
Total revenus 164.0 1557



Chippewa Valley Schools

Management’s Discussion and Analysis (Continued)

TABLE Z {Continued) Governmental Activities
008 2007

(50 miticons)

Functions/Program Expenses

Instruction g 748 % 75.9
BUPPOT SErvices 421 i9g
Comnunity services 0.8 0.8
Huliding activities 1% LY
Food services 33 33
Aghletics P.a 1.4
{nterest on long-term debs 20.2 221
PRepreciation (unaliccated) N 94
Total functions/program expenses 154.0 1550

fncrease i Met Assets % N0 % 0.7

As reported in the statement of activities, the cost of all of our governmental activities this year
was 154 miliion. Certain activities were partiaily funded from those who benefited from the
programs ($4.9 million} or by other governments and organizations that subsidized certain
programs with grants and contributions (5144 million), Wa paid for the ramining public benefit
portion of owr governmental actvities with $44.0 million in taxes, $93.6 million in stare
foundation allowance, and with our other revenues, Le., interast and general entitiements.

The hehool District experienced an incresse in net assets of $10.0 millon. Koy reasons for the
change in net assets include the Schoof District’s improvement in fund balancs of $6.2 in the
General Fund, investment in capital assets, the retirement of debt, the current level of
depreciation, and investment income earned on bond proceeds,

As discussed above, the net cost shows the financial burden that was placed on the Stare and the
school District’s taxpayers by each of these functions. Since property taxes for operations and
unrestricted state ald constitute the vast majority of School District operating revenue sources,
the Beard of Education and administration must apnually evaluate the needs of the Schaoo!
District and balance those needs with state-prescribed available unrestricted resources.

The Sehyool District’s Funds

As we noted earlier, the School District uses funds to help it control and manage money for
particular purposes, Looking at funds helps the reader consider whether the School District is
being accountable for the resouwrces taxpayars and others provide to it and may provide more
insight into the School District’s averall financial haalth,



Chippewa Valley Schools
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Management’s Discussion and Analysis (Continued)

As the School District completad this year, the governmental funds reported a combined fund
balanes of $55.2 milion, which is 3 decrease of %15.2 million from last year. The prirmary reason
for the decrease was the use of 2005 bond funds to finance the completed construction of one
g grade center, one neyw middle school, and additions and renovations st several other bulldings
to accommaodate growth and 1o address the aging of huildings. Future years' fund balances will
continue to reflect » decrease as these funds are expended.

i the General Fund, our principal oparating fund, the fund balance increased by $6.2 milion to
Fi16.4 million. Of the inorease in fund balance of $6.2 million, $3.4 million was projectad in the
final amended budget, An additonal $1.7 million increase in fund balance was artribured 1o 4
change from an insured health program to a self-funded health program. The remaining $1.1
rmiilion increase in fund balance that was not accounted Tor in the final adopted budget can be
artributad to the following areas:

@ H140.000 from the sale of used buses and 520,000 in delinguent tax inlerest recaivedd

o $110000 resuited from the teaching supply allocations not being fully spent, which carry
forward to the 2008/2009 budget.

w  $100,000 was the result of curviculum software that was purchased for 2 lower amount than
anticipated.

= $60,00Q was the resuit of the custodial overtime allocation not being fully expended, which
carries forward to the 2008/2009 budget.

= $130,000 resulted from actual natural gas usage and cost being jower than the amount
bucigetad,

= 350,000 was the result of contracted community education enrichment costs baing lowsr
than the amount budgeted.

# $130000 was the result of the transfer from the General Fund 1o the Athlotics Bund Detng
fower than anticipated.

»  $370,000 was the result of small variances throughour both the revenue and expenditiure
rucigots,

General Fund fund balance is available to fund costs related to allowable school operating
purposes.

Special Revenue Funds inciude the Cafereria, Athletics, Resale, and Building Activities Funds.
Ouwr Special Revenue Funds experienced an increase in fund balance from the prior year,
showing a net increase of approximately $279,000.

Combined, the Debt Service Funds showed a fund balance increase of approximataty $312,000.
Chippewa Valley Schools continues to assess the maximum allowable millage rate to fund
operations and the required millage rate for debr retirement to participate in the School Bond
Loan Fund program. Millage rates are determined annually to ensure that the School District
secumulates sufficient rescurces to pay annual bond issue-relnted debt service. Durant debt
obligations are funded by annuat state appropriation, and no fund balance exists at year end.
Debt Service Funds fund balances are reserved since they can only be usad to pay debt service
ohiigations.
&
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000
Management’s Discussion and Analysis (Continued)

The combinad Capital Projects Funds fund balance decreased as the School District construction
related to the 2005 bond issue continues. The construction projects for the 2005 bond issue are
estimated to be approximately 85 percent complete at lune 30, 2008,

teneral Fund Budeetary Mighlighes

Ovar the course of the year, the School Disteict revises its budget to reflect changes in revenues
and expanditures. Stale b requires that the budget be amended 1o ensure that expenditures
do not exceed appropriations.  Amendments to the budget were adopted on Decamber 17,
2007 and May 5, 2008, A schedule showing the School District’s origingl and final budgec
compared  with amounts actually received and expended is provided in the required
supplermnental information section of these financial statements.

From the origingl sdopted budget 1o the fina! amended budger, total projected revenue induding
other financing sources was increased 3.9 percent or about 54,646,000, while total projectad
expenditures including other financing uses was increased 5 percent or abour $625.000,

oringing projected revens 1o $125,100,222 and projeciad expenditures to §121,683,721.

Projected revenue changes included provisions of revenue for carryover grant amounts for
federal and state programs, higher actual enroliment than projected envollment {an extra 113
students amounting to an additions] $815,000), higher Toundation allowance than projected
{$7,204 per pupi allowance versus $7,085 per pupil allowance for an additional $1,8172,000),
supplemental state aid allowance (an addidonal $400,000), higher intersst income, additionsl
Medicaid reimbursement, and adiustiments 1o varicus revenue categories,

Frojected expenditures changes included provisions of expenditures for carryover grant
aimounts for federal and state programs and adiustment 1o expenditurss categorios in the areas
of wages, benefits, purchased services, and supplies and materials. One specific expenditure
change that stands out is a result of the increase in the cost of oil. Qur diesel fuel budget was
increased from $420,000 wo $545,000 (30 percent).

When comparing the budget to actual figures for both revenues and expenditures, actual
reveres were approximately $207,000 (2 percent) over projected revenue and actusl
expenditures were approximately $2,605,000 (2.1 percent) under projected expenditures.
Actual expenditures were under projected expenditures in all major categories {wages
($122,000 or .16 percent), benefits ($1,687,000 or 5.29 percent), purchased services ($211,000
or 4.89 percent), and supplies, materials, and other ($585,000 or 6.72 percent)).



Chippewa Valley Schoois

Management’s Discussion and Analysis (Continued)

One significant note is the variance betwsen budget and actusl expenditures related to
employee benelits. Of the total benafit variance of (31,687,000, $1,662,000 was attributable to
the change from a fully insured to o self-funded bealth program on July 1, 2008, The
corrasponding accounting treatment for premiums paid in July and August for employess who
earnad benefits through june 30 changes the way the acorual for healthcare costs is caleulated
under a seli-insured aryangement. After copgideration of this change, the variance betwean
budger and actual total General Fund expendituras was $943,000 or 0.77 percent.

Actuat fund balance increased by $6,229.000 1o $16,445,000 (rather than the projected increase
of $3417.000 o $13,632000). The higher than projected increase in fund balance of
£2.812.000 iz shour 2.4 percent of actual expenditures, As & percentage of expenditures, fund
balance increased from B.7 percent to 3.8 percent. Note that the budgeted fund balance as a
percentage of current vear expenditures was 1.5 percent; the increase in fund balance resulting
from the change from a fully insured o sell-insured health benetit program s 1.4 parcent; the
additional increase in fund balance for othar items in the budget is .9 porcent.

Capital Assers and Debt Administration

Capital Assets

As of june 30, 2008, the School Distriet had $442.5 million invested in 2 broad range of capital
assets, incuding land, bulldings, vehicles, furniture, and eguipment. This amount represents a
net increase of approximarely 19,1 million, or 4.5 percent, from last year,

2008 2067
Lare % PR A4 833 % 17 386 397
Construction in prograss 2 BRG Ta4 17,049 345
Buildings and bullding improvements 392,842 374 364 078,773
Buses and other vehicles 7,229 869 6,822,629
Furniture and eguipment 27,331,483 22,986,894
Total capital assets L 442 472733 % 423,324,038

This year's net additions of $19.1 million included new construction, building additions and
renovations, technology, and buses. The additions were financed primarily from the 2005
Capital Projects Fund,

We anticipate capital additions in 2008-2009 will be less than the 2007.2008 fiscal year. We
present more detaled information sbout our capital assets in the notes to the fnancial
SEATEMents.
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Management’s Discussion and Analysis (Continued)

Debt
At the end of the year, the School Districr had $372.5 million in bonds outstanding versus
$393.8 million in the previous year - a change of approdimately 5 percent, The decrease in

ouistanding delit was the result of the repayment of principal on outstanding debr.

Those bonds consisied of the following:

woe 2007
Ceners ebtonbends $ 372,506,000 $ 393,841,000

The School District’s general obligation bond rating is AAA par S&F.  The State limits the
smount of general obiigation debt that schools can fssue 1o 15 percant of the assessed value of
all taxable property within the School District’s boundaries. ¥ the Schoo! Districr issues
“qualified debt,” Le., debt backed by the State of Michigan, such obfigations are not subject 1o
the debt limit. The School Distrct's outstanding  aualifiod general obligation  debt of
$372.5 million does not apply to the $548.3 million statutory fimit, The School District has no
unqualified general obligation debt.

b addition, the School District has accumulated dabt and sccrued interest of approximataly
$38.0 million and $35.9 miflion 1o be paid to Michigan's School Bond Lean Fund and Michigan's

Schoot Bond Loan Revolving Fund, respectively.

Oher obligations Indude aoorued vacstion pay and sick leave. We present more detailed
iformation about our !ﬂﬂg--i;@:z!“‘;'r'» Habitities In the notes 1o the financial statements,

Economic Factors and Mext Year's Budeets and Rates

Economic conditions and the ability of the State of Michigan to adequately fund K17 aducation
continue to be a primary concern for Chippewa Valley Schools for 2008-2009. On August &
2008, the governor approved the 2008-2009 School State Aid Bill. The adopted bill provides
Chippewa Valley Schools with a $112 per pupil increase in the foundation allowance and a
supplemental grant of $150,000. However, because of poor economic conditions both
nationally and in the state of Michigan, it is uncertain whether the Schoo! State Aid Bill can be
fully funded. Revenue consensus conferences are schoduled for fanuary 2009 and May 2009 and
the results of those conferences wilt be key in determining whether the full state aid payments
can be made,

During the past four years, the School District has made adjustiments and implemented
cost-savings measuies that have reduced costs by $9.6 million. In addition, the School District
delsyed the opening of two new bulidings by one vear, Seneca Middle School and Dakots 9th
Grade Center, saving $2.1 million in 2007-2008. Those two buildings are opening for the 2008.
2009 school year.
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Management’s Discussion and Analysis (Continued)

The preliminary budget for the General Fund for 2008-2009 adopted on juna 16, 2008 uses a
foundation allowance increase of $126 per pupll (314 higher than the School State Aid Bl
approved amount), no supplemental grant, snrollment growth of 200, wage increases as
determined by nagotisted confracts with employes groups, a retirement contribution rate that
has been reduced from 16.72 percent to 16,54 percent, an increase in health program cost of 17
percent (the School District implemented a self-funded health program as of July 1, 2008; i the
prioy program hid been continued, health program costs would have increased 23 percent), and
large incresses for electricity, natural gas, and diesel/gasoline vehicle fuel, The School District
adopted the budget using the factors described above projecting sxpenditures exceeding
revenue by over $3.35 million (2.6 percent). The $3.35 million will be covered by the fund
balance.

Opportunities 1o enhance revenue and control costs will be monitored or an ongoing basis.
Until the economy in Mickigan stabilizes and 8 funding mechanism for schools thar provides for
sdequate and predicrable funding is established, it will be a chailenge to maintain educstional
sarvices,
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“Statement of Net Asscts (Deficit)
June 30, 2008

Governmental

Activities
Mssers
Cash and investments (Note 3) 12,040,860
Recebvablas:
Accounts 205037
Interest 257 440
Due from other governmental units 20128 767
Inventories VO7.67%
Frepaid costs 1,337,183
Restricted assets (Nots 3) 39611 051
Capital assets - Net (MNote 5 363,544,986
Total assety 437 232,956
Liabilicies
Accounts payable 3954 523
Acerued payroll and other liabilities 9,790,799
brnployee fringe benefits payable LR 724
Retiramant benafits payable 2,839 059
Hetainage payable 1,254 767
Dederrad revenue (Notwe 4 597812
hong-tarm Habilities (Nowe 7):
{2us within one vear 23,770,883
Lue in more than one year 439,996,499
Total liabilivies 485,160,066
Met Assets {(Deficit)
Investiment in capital assets - Net of related debt {54,742,382)
Restricted;
Drebat service | 676818
Capital projects 2.814,996
Total net assers {deficit) $ (47,927,070
The Notes to Financial Statements are an i3

Ivegral Part of this Statement.



Chippews Valley Schools

P
Statement of Activities

Year Ended Junc 30, 2008

Governmental

Program Revanues Activithes

M (FExpenss)
R g

Changes in

Clrsrges Jor Corapis/ T Ansergs
Expernses Sy Contriburions (£

Functivny'Prograrss

Primary governmaen - Gowernmeniasd
ACkivities:
nstruction % T4 THT 456§ Booinaniavo F o (64375566

Support services 430 304,00 (38,913,385
Cmmuniny Services ¥ (B28.233)

Fond servie 3330 303 A4 907 049 13,558
Buifding activitos §949 286 i,967 370 - RRINE]
Arhletics N V] BED URY . (1,200,535
intarest on long-term dody, 20,194 67 - . (3G 1'% 6B
Depreciation {unahacated) 9,233,754 - (9,223,754

Total gowernmenial actvitios 5 154077000 % 4,945021 5 144354010 {134 706,969

Crsryrsd ravenuos
Taxey:
Property taees, levied Tor gereral purposes i B BEG
Fropey 1 L services 29 197 587
C PTG 93 626,453
i timant e nings 4 0095, G
3,501 199
O 4 {,)

s, Joviend for

Loed toy s

il e - Loss on disposal of capio

144710.676

Total general reverues pnd spocial item
ihange in et Assets 10,003,707

Mot Assets (Deficig) - Reginning of year

et Ansets (maﬂci&} «End of e ;simwiﬂﬁ?d%}»ﬂ?ua

The Metes to Financial Statements ave an 14
frvtesgral Part of this Statement,
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P
Governmental Funds

Dprans

b and irvestenosts {(Move 3)

S
{3 from athar governmants
Do frooen onhiar funds (Mo &)
T
Brospuic] covis
Restricted mants (Mote 3)
Tl mssirs
Linbilities and Fund Bafanoes
Linbiities
Aoty f.m;ﬂ'ﬂj!!t‘,’\
Agcciued pay el and olhe
oy Rl
Retirerment benefits payable

fisadzitiiem

Eragioyos ringa ben

Retainage payable
Douer 0 othier funds {MNote 6)

Drforred revere (Mo 4)
oal fubiitios

Fund Balaneey

Congiruchion Lomeritenmes (PNotn 5)

v
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Chippewa Vailey Schools
)

Governmental Funds

Reconcitiation of the Balance Sheet of Governmental Funds
o the Statement of NMet Assets (Deficit)
Jume 30, 2008

Fund Balance - Total Governments] Funds $  5521RG33

Arnounts reported for governmantad activities in the
statement of net assets (deficit) are different because;
Capital assers used in governmeantal activities
are not finandal rescurces and are not reportad
in tha governmental funds:

Cost of capital assets %442 472 723
(78,725,737) 363,545,986

Accumudated depreciation

Long-term liabilitles are not due and payable
i the current peried and are not reported
in the governmental funds:

Bonds payable - Net of bond pramiurn

and deferred charges (460,597,475
Compensated absences (8,297,584
Seff-insurance Hability {160,988)
Early refirement mcentives fE71E,385)

Acorued interest payable & not incduded

2,924.707)

as w linhility in govarnmental funds {2

Met Assaty {Dieficit) - Governmental Activities

The Motes to Financial Statements are an L)
Integrai Fart of this Sratement,
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Taral roverwe

Expenditures
Current:

OITILNIEY SErices

Food service

Arhletics

Building activitias
Drabit service:

Frincipal

Interest

ather
Coapitnd outlay

Tord pepondituras

Fawwmss of Rovenue Owver (Wndar)
Cuponditures

Dthor Flnancing (Uses) Souroes
Trarsfers {our) in
Long-term deb issued

Total other financing

{uses) sources
Met Change in Fund Balances
Fund Balances - Beginning of yoar

Fund Balances . End of year

The Notes to Financial Statements are an
integral Fart of this Statement,

Chippewa Valley Schools

Governmental Funds

Statement of Revenue, Expenditures, and
Changes in Fund Balances
Veay Ended june 30, 1008
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Chippewa Valley Schools

Governmental Pum:l

Reconciliation of the Statement of Revenue, Expenditures,
and Changes in Fund Balances of Govermmental Funds

to the Statement of Activities

Year BEnded june 30, 2008

Met Changs in Fund Balances - Total Governmental Funds
Amounts reported for governmental activities in the
statement of aotivitdes are different because;
Governmentsl funds report capial outiny a5

expenditires; in the statement of activitias,

these cosvs are allocated over their

estimated uselid fives as depredation:

Deprecistion expense &

(9,223,754
Capitalized capital outlay &T7 &

Loss on disposal of assers; in the statoment
of activities, these are recorded a5 3
spacial item axpense
Bord and debt issuances are siot reported as financing
sourcas i the statement of activities
Aceruad interest is recorded in the statement
of activities when incorred: it is not reportad
in goveramental funds ungl paid
Amortization of deferred charges reportad s not
racorded as an EXQRNSE N the statement of aotivities
Asrrtization of bond premium is not recorded s

revenue i the govarnmental funds

Repayment of bond principal is sn expenditure
in the governmental funds, but not in the
staterment of activities {where it reduces
long-term debr)

Compensated absences, a5 wall as estinated
seff-insured liability claims, are recorded when
earned in the statement of activities, In the
CUrPEnt year, imiore was paid out than earned

Change in Met Assots of Governmental Activities

The Notes to Financial Statements are an ]
fregral Part of this Statarment.

L

(15.182,910)

i5453925

(595,496)

(12,663,371}

P40 31

(147,238

21,335,000

_..B08.134

18,003,707




Chippewa Valiey Schools

Fiduciary Fund
Statement of Fiduciary Assets and Liabilities
June 30, 20080

Srudent
Activities

_Agancy Fund

Bugets
Cash and investrmants (Mote 3) b 845839
Drae from other funds 35837

Total assats

Liabilities - Due to student groups % BRIGTE

L AT

The Motes to Financial 3tatements are an 1%
Intagrat Pare of vhis Starament.



Chippewa Valley Schools

Notes taFinam:ial Statements
june 30, 2008

Rote § - Summary of Significant Accounting Policies

The scoounting policies of Chippews Valley Schools (the “School PHstrict™) conform
£o accounting principies genarally accepted in the United States of America (GAAR)
as apphicable to governmental units, The following is a surnmary of the significant
accounting policles used by the School Districe

Reporting Entity

The School District is governed by an elected seven-member Board of Education.
The accompanying financial statements have been preparad in accordance with
criteria established by the Governmental Accounting Standards  Board for
determining the various governmantal organizations to be incuded in the reporting
entity.  Thase criterfa include significant operational finencial refationships tha
determine which of the governmental organizations are & part of the School
Listrict’s reporting entity, and which organizations are legally separate, COMponer
units of the bchool District. Based on the application of the criteria, the Schoal
District does not contain any componant units,

District-wide and Fund Financial Staterments

The districtowide financial staterments (e, the statoment of pet assers {deficit) and
the starement of activities) report information on all of the nenfiduciary activitles of
the prirmary government. For the most part, the effect of interfund activity has been
removed from these statements.  Governmental activites, which normally are
supported by taxes snd intergovernmental revenues, are reportad separately from
Dusiness-type activities, which rely to a siprificant extert on fees and chargas for
suppart, All of the School [strict’s district-wide activities are  considersd
Fovernmental activities.

The statement of activities demonstrates the degree to which the direct axpenses of
3 given function or segment are offset by program revenues, Direct expenses are
those that are clearly identifiable with a specific function. Program revenue includes
{1} charges to customers or applicants who purchase, use, or directly benefit from
goods, services, or privileges provided by a given function and {(2) srants and
contributions that are restrictad to meeting the operational or capital requirernants
of a particular function.  Taxes, intergovernmental payments, and other items not
properly included among program revenues are reported instead as genaral
Fesvaarge,

Separate financial staterments are provided for govarnmental funds and fiduciary
funds, even though the ftter are excluded from the district-wide financial
staternents. Major individual governmental funds are reported as separate columns
in the fund financial statements,

20



Chippewa Valley Schools

Notes to Financial Statements
June 30, 2008
Mote | - Summary of Significant Accounting Policies (Continued)

Meoasurement Focus, Basis of Aceounting, and Financizl Statermnent
Presentation

District-wide Financial Statements - The district-wide financial staternents are
reported using the economic resources measurement focus and the goorual basis of
accounting. Revenue is recorded when earned and expenses are recorded when a
liability is incurred, regardiess of the tming of related cash flows. Proparty taxes are
recopnized as revenue in the year for which they are levied. Grants, categorical aid,
and sirilar tems are recognized as revenus a5 soon as all eligibility requirements
imposed by the provider have been met,

As a genersi rule, the effect of interfund activity has been eliminated from the
district-wide financial statements.

Amounts reported as program revenue include {1 charges to customers or
applicants for goods, services, or privileges provided, {2} operating grants aned
contributions, and {3) capital grants and contributions.  Internally  dedicated
resources are reported as general revenuw rather than as program revenua,
Licowise, general revenus includes all faxas and unrestricted state aicd.

Special item - Transactions within the control of management that are elther
yrsial in nature o infrequent in ocourrence are reported as specal jtems in the
statamant of activities.

Fund Financial Statements - Governmental fund fnancial statements are repored
ysing the current financial resources measurerment focus and the moedified accrual
basis of accounting. Revenue is recognized as soon as it is both measurable and
available, Revenue is considered to be available if it is collected within the current
period or soon enough thereafter to pay liabilities of the current period. For this
purpose, the School District considers revenues to be available if they are collected
within 60 days of the end of the current fiscal period. Expenditures generally are
recorded when a Hability is incurred, as under acorual accounting.  bowever, debt
service expenditures, as well as expenditures related to compensatad absences and
claims and judgrents, are recorded only when paymaent is due,

Property taxes, unrestricted state aid, intergovernmental grants, and interest
asscciated with the current fiscal period are all considered to be susceptible to
accrunl and so have been recognized as revenue of the current fiscal pericd. All
other revenue items are considerad 1o be available only when cash is received by the
School District.



Chippewa Valley Schoois
L
Notes to Financial Statements

june 30, 2008

Mote | - Summary of Significant Accounting Policies (Lontinucd}

Fiduciary fund statements are also reported using the economic rescurces
reasurement foous and the scorual basis of accounting,

The School District reports the following miajor governmental funds:

General Fond - The Genaral Fund s the School District’s primary operating fund,
It accounts for all financial resources of the School District, except those required o
be accounted for in ancther fund.

20035 Bond CUapital Projects Fund - The 2005 Bond Capital Projects Fund is ysed
o orecord bond proceeds or other revenue and the disbursement of invoices
specifically designated for acquiring new school sites, builldings, eouipment, and for
remodeling.  The fund operates until the purpose for which it was corested is
accomplishad,

Additionally, the School District reporis the following fund types:

Special Revenue Funds - Special Revenue Funds are used to account for the
procesds of specfic revenue sources that are restricted to oxpenditure for specified
purposes,  The School District’s Special Ravenue Funds include the Food Services,
Athlatics, Resale, and Building Activities Funds, Any operating deficit generated by
these activities is the responsibility of the General Fund.

Diebt Bervice Funds - The School District’s Debt Service Funds are used to record
tax, Interest, and other revende Tor payment of isterest, principal, and othor

axpanditures on the related bond issues.

2001 Series | Bond Capital Projects Fund - The 200] Series | Bond Capital
Projects Fund i used to record bond proceeds or other revenue and the
disbursement of invoices specifically designated for acquiring new school sites,
buildings, equipment, and for remodeling. The fund operates until the purpose for
which i was created is accomplished,

22



Chippewa Valiley Schools

Notes to Financial Statements
june 30, 2008

Mote ! - Summary of Significant Accounting Pelicies (Continued}

2002 Bond Capital Projects Fund - The 2007 Bond Capital Projects Fund is ysed
to record bond proceeds or other vevenus and the disbursernent of invoices
specifically designated for acquiring naw school sites, buildings, equipment, and for
remodeling.  The fund operates until the purpose for which it was orested is
accomplished.

2005 MISD Capival Projects Fund - The 2005 MISD Capital Projects Fund is used
to record construction costs and reimbursements refated to the construction of 2
building wing on behalf of the Mucomb intermediate School Districy (MISEY). Al
construction costs incurred by the School District are baing fully reimbursed by the
MISD, in accordance with 2 cooparative agreement. The MISD will run programss in
thiz buiding wing for 5 30.pear period, at which tdme the wing will ravert to the
School Distriot Tor use.

Fiduciary Fund - Agency Fund - The Fidudary Fund is used to account for assets
held by the $chool District in a trustee capacity or as an agent. Agency Funds are
custodial in nature (assets equal llabilities) and do not involve the measurement of
operations. The only Fidudiary Fund is a Student Activities Fund {(Agency) that is
used 1o record the transactions of student groups for schools and school-related
purposes. | ha funds are seprepated and held in rrust for students.

Assets, Linbiities, and Met Assets or Fouity

Cash and lovestments - Cash and fovestments include cash on hand, demand
deposits, and short-terrn vestments with & maturity of three months or less wheap
acquired. Investrments are stated at fair value, Investment income is recorded in the
fund for which the invesomant account was astablished.

Receivables and Payables - In general, outstanding balances berwsen funds are
reported as “due toffrom other funds”  Actvities between funds that are
reprasentative of lending/borrowing arrangements outstanding at the end of the
fiscal vear are referred to as “advances to/from other funds.”

Al trade and property tax receivables are shown net of an allowsnce for
uneollectible amounts.  The School District considers all receivables to be fully
collectible; accordingly, no allowance for uncollectible amounts s recorded.
Propaerty is assessed as of December 31 and the relasted property taxes are lovied
and become a lien on july | of the following year. These taxes are dus on
September 14 with the final collection date of February 28, Taxes are considerad
delinquent on March | the following year. At this time, penalties and interest are
assassed and the total obligation is added to the county e roils.



Chippewa Valley Schoois

Notes to Financial Statements
June 30, 2008

Mote 1 - Sumpnary of Significant Accounting Policies (Continued)

Inventories and Prepaid Costs - inventories are valued at cost, on a frst-in, first.
out basis.  Inventories of sovernmental funds are recorded as expenditures when
consumed rather than when purchased. Cevtain paymants to vendors reflect costs
applicable to future fiscal years and are recorded as prepaid items in both district.
weicke and fund financial statements.

Restricted Assets - The unspent bond proceeds of che Tapital Projects Funds
require amounts o be set aside for constructon and the debt funds cash required to
be used for future bond payments. These amounts have been classified as restricted
AsseELs.

Capital Assets - Capital assers, which include land, buildings, sguipment, and
vehicles, are reported in the applicable governmental column in the district-wide
financial staternents. Capital assets are defined by the School District as assers with
an inftial individual cost of more than $1,000 and an estimared useful e in excess of
one year. Such assets are recorded at historical cost or estirmated historical cost if
purchased or constructed. Donated capital assets are recorded at estimated fair
market value at the date of donation. Costs of normal repair and maintenance that
do not add o the value or materially extend asset life are not capitalized,  The
School District does not have infrastructure-Type assats.

Buildings, equipment, and vehicles are depreciated using the straight-line mathod
ervir the Tollowing usehd Hves:

Buildings and bullding improvements 20-50 years
Buses and other vehicles 7 years
Furniture and aquipment 5.20 years

Compensated Absences - The liability for compensated absences reported in the
district-wide staternents consists of earned but unused accurnulated vacation and
sick lgave benefits and early retirement incentives. A hability for these amounts is
reported in governmental funds as it comes due for payment. The liability has been
calculated using the vesting method, in which leave amounts for both employses
who are currently eligible to receive termination payments and other employe
who are expecied to become eligible in the future to receive such payments upon
termination are included.

625
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Chippewa Valiey Schoois

Notes to Financial Statements
june 30, 2008

Mote | -~ Summary of Significant Accounting Policies {Continued)

Long-term Obligations - In the districtwide finandal statements, long-term debt
and other long-term obligations are reported as liabilides in the statement of net
assets {deficit), Bond premiums and discounts, as well as issuance costs, are
deferred and amortized over the life of the bonds using the eflective interest
msthod,  Bonds payable are reported net of the applicabla bond premium or
discount.

fn the fund finencial statemaents, governmental fund (ypes recognize bond premiums
ard discounts, as well as bond Bsusnce costs, during the current pericd,

The face amount of debt issued is reported as other financing sources.  Premiums
received on debrt issuances are reported as other financing sources while discounts
are reported as other financing uses. Issuance costs are reported as debt service
£ g:]}i'l ﬁ{ﬁ ey,

Fund Balance . In the fund financial statements, governmental funds report
reservations of fund balance for ameounts that are not avaitable for appropriation or
are legally restricted by ouwside parties for use for & specific purpose. Designations
of fund balance represent tentative managerment plans that are subject to changs,

Comparative Data/Reclassifications - Comparative data is not included in the
School Dietrict’s finandial statements.

Mote -~ Stewardship, Complianne, and Ascountability

Budgetary nformation - Annual budgets are adopted on a basis consistent with
accounting principles generally accepted in the United States of America and state
law for the Czeneral and all Special Revenue Funds. All annual appropriations fapse at
fiscal year end.

The budget docurnent presents information by fund and function. The legal level of
budgetary control adopted by the governing body {le, the level at which
gxpenditures may not legally exceed appropristions) is the function level. Various
administrators are authorived o transfer budgeted amounts within functions with
any fund; however, any revisions that alter the total expenditures of any function
must be approved by the Board of Education, State law requires the Schoot District
to have its budget in place by July 1. Expenditures in excess of amounts budgeted
are a violation of Michigan law, The Schocl District did not have any expenditure
overrung. State ke permits districts o amend their budgets during the year. The
School District amended its budget twice during the fiscal year. These budger
amendments were adopted by the school board on December 17, 2007 and May 5,

2008.



Chippewa Valley Schools
. T
Notes to Financial Statements

june 30, 2008

Mote 2 - Stewardship, Compliance, and Sccountability (Continued)

Amounts encumbered for purchase orders, contracts, et are not tracked during
the year. Budget appropriations are considered to be spent once the goods are
desfivared or the services rendered.

Capital Projects Fund Compliance - The 2001 Capitl Projects Fund, the 2001
Capital Projects Fund, and the 2005 Capital Projects Fund inchude capital project
activivies funded with bonds issued after May 1, 1994

For these capital projects, the School Districy has complied with the applicable
provisions of §1351s of the State of Michigan's School Code,

ole 3 - m@p@%%% el Brvestmmanty

State statutes and the School DHstrict's investment policy authorize the School
Cristrict o make deposits in the accounts of federally insured banks, credit undons,
and savings and loan assodiations that have offices in Michigan, The School Bistrictis
allowed to invest in U5, Treasury or sgency obligations, US. government
repurchase agreements, bankers' acceptances, commercial paper (rated prime at
the tirne of purchass that matures not more than 270 days aftor the date of
purchase), mutual funds, and investment pocls that are composed of authorized
investrment vehicles. The School District's deposits are In accordance with statutory
authority.

The Schoo! District's cash and investmants are subject 1o several types of risk, which
are examinad in more detail below:

Castodisl Credic Risk of Bank Deposits

Custodial credit risk is the risk that in the evernt of a bank failure, the School
District’s deposits may not ba returned to it The School District's investment policy
requires that financial institutions be evaluated and only those with an accepiable risk
tevel are used for the School District’s deposits. At year end, the School District’s
deposit balance of $24,297,196 had $22 915910 of bank deposits (certificates of
deposit, checking, and savings accounts) that ware uninsured and unceliateralized.
The School District believes that due (o the dollar amounts of cash deposits and the
fmits of FOIC insurance, it is impractical to insure all deposits,  As a result, the
School District eviluates each finandal institution with which it deposits funds and
assesses the level of risk of each institution; only those institutions with an acceptable
estimated risk level are used as depositories.
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Chippewza Valiey Schools

R SR S L R
Notes to Financial Statements

june 30, 2008

Mote 3 - Deposits and Investments (Continued)
Custodial Credit Risk of Investments

Custodial credit risk is the sk that, in the gvent of the failure of the counterparty,
the School District will net be able to recover the value of iz investments or
collateral sevurities that wre in the possession of an outside party. The Schaoo!
[hstrice's policy for custodial credit risk states that custodial credit risk will be
minimized by lirmiting investrments 1o the types of securities allowed by state aw, At
june 30, 2008, the Schoo! Bistrict did not hold any investmant securities that were
uninsured and unregisterad.

interest Rate Rislk

Iinterast rate risk is the risk that the value of Investrnants will decrease as a result of a
rise in interest rates. The School District's wvestment policy does net restric
invastment maturities. The School District’s policy minimizes interest rate risk by
structuring the investment portfolio so that securities mature to meet cash
requirernents for ongoing operations, thereby avoiding the need to sell securities in
the open market, nvesting operating funds primarily ip shorter-term securities,
fiquid asser funds, money market mutual funds, or similar investment pools; and
fpiting  the avorsge maturity in accordance with the School District’s  cash
requirements.

Credit Risk
State faw lmits investments in commerclal naper o the top two ratings issued by

nationally recognized statistical rating organizations. The School District’s investment
policy does not further limit its investment choices,
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Chippewa Valiey Schools

Notes to Financial Statements
june 30, 2008

Hote 3 - Deposits and Investorents (Continued)

Advear end, the maturities of investments and the oredit quality ratings of debt
securities {other than the LL5, governmant) are as foliows:

Waighted
Myernge Rating
investment  Fair Value  Maturities Rating  Organization
Bank investment poo §  402.020 M/A AAST srandard &
Poor's
Bank investment pocl 268087 S A Aaz Moody's
Michigan Liguid Asset Fund 5,969,313 N/ AAAT Standard &
Poor's
U5, agency bonds C 21537854 51 years ABST Standard &
Foor's

Total investments

Concentration of Crediy Risk

The School District places no imit on the amount the School Districr may iovest in
any one issuer. The School District’s policy minimizes concentration of credit risk by
requiring diversification of the investment portfolic so that the impact of potentisl
iosses from any one type of security or issuer will be minimized. More than
5 percent of the School District’s investments are in various U5 agancy bonds, The
investrnont ssuer and the percent of total investrments of these bonds are as follows:

Porcoent of

fssuer nvestments
Federat National Mortgage Association 13
Faderal Horme Loan Bank 18
Federal Home Loan Mortgage Corporation 17
Fraddie Mas 27
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Chippewa Valley Schools

Notes to Financial Statements
june 30, 2008

Mote 3 ~ Deposits and investments (Continued)
Foreign Currency Risk

Foreign currency risk is the risk that an investrnent denominated in the currency of a
foraign country could reduce jts US, dollar value a5 a rosult of changes i foreign
currency  exchange rates. State law and the School District’s policy prohibi
nvestment in foreign currency.

Mote 4 - Receivables

Governmental funds report deferred revenue in connection with receivables for
revenue that is not considered to be available to liquidate lisbilities of the curent
pericd.  Govermmental funds also defer revenue recognition in connection with
resources that have been receivad but not yet earned, At the end of the current
fiscal vaar, the School District has $556 495 of unearned deforred revenue related to
granes recoived and tuiton payments received but niot yet sarned and $41,317 of
deposits received for the subsequent yaar’s food service program.

Mote £ - Capital Assets
Capital ssset activity of the School District’s governmental activities was as follows:

b i

HBalarre !
iy i, 2007 Acleimions 005
Crasitnd mysans vl Dt O gciated
b FO12aE63T & BEBEE B % . % tat4,238
SOOI B RRETEEE AL - . {14394 580 - 2,654,764
Suibtotal AL T4 37,834 (14,3%4 581) i5 068597
Coapital assets heing deprecited:
Buiddings and bualcing mprovemesms 364,078,773 18,730,287 4,394,581 (4,361 267) 197,842 374
Buses and other vehicles 6822639 },765.916 - (B58,656) 7,229,869
Farpiture anch aguiprmaont 13,986,894 4653020 . {305,031 27,331,483
Subtotal 393.808.2%6 P A9 M43 4,394,581 {5, 528,990) AR 402 T4
Acournualatad depreciion:
Builelings and building {mprovernems 570372,874 AT IR - . H4040,013
Buseys ared athor vehi 3,633,073 447,785 . (772.826) 3358032
Furnituare an oouipmesng 13,979,534 1,708,830 o s0aT7y 11 EIT.E92
Subtetal 74,635 481 9,213,754 - (4233498,

Plet capival assots baing doepeucited 157815 15,426,088 i4,394,551 (595,450}

Met goverpmental capital assets $ 3B688,557 5 15453915 % 3 (595.490) § 363,540,980
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Chippewa Valley Schoois

Notes to Financial Statements
june 30, 2008

Mote 5 - Capitsl Assets (Continued)

Depraciation expense was not charged to activities as the School District sonsiders
its assets to impact multiple activities and allogation is not practical.

Construction Commitments - The School Distrint has active constroction projects

at year end. The projects wre reportad in the 2005 Capital Projacts Fund, At vear
e the School District’s commitmants with contrackors ars s follows:

Rermaining

2005 Capital Projects Fund §105423365 5117190

pete & - interfund Receivables, Payables, and Yransfers

The composition of interfund balaness iz as follows:

Fund Dus From
Other

Monmajor

G CETITIE i

ﬁ"uf‘}d Pre To Crneeral é'amré Funds Total
Cianeral Fund % & 348355 % 74B365
Other normajor governmental funds 394 895 394 895
Fiduciary Fund 35832 - 35 B37
Total $ 430,727 $ 248 365 $ 679,092

interfund balances represent routine and temporary cash flow assistance from the
Genaral Fund until smounts are transferved from fund investment accounts.

Interfund Transfers
Transfers of $1,229.046 from the General Fund subsidized operations in the

Arhletics Fund and transfers of $109,000 from the Cafeteria Fund to the General
Fund for a reimbursement of operating costs.
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Chippewa Valley Schools

Notes to Financial Statements
june 30, 2008

Mote 7 - Long-torm Debt

The School District issues honds and other contractual commitments to provide for
the acquisition and construction of major capital facilides and the scquisition of
certain equipment. General obligation bonds are direcr obligations and pladge the
full faith and credit of the School District.  Other long-term obligations inchude
compensated absences, termination benefits, and cartain risk linbilities.

Long-term obligation activity can be surmimarized as foliows:

Heginning e Within

Baslaancn Addiiong Reduction

Chepvprnrmaniid aotivities.

Faal evblignetiaon bl hOIRAEGLN00 5 BoRLoRRs ORG BAVIA0S 000G 5 21490000
Drgrant No-Plaintf Sond HOG PEa . B HE T, Bt
Sedioal bond oas 3 34 BEE PN . ITRTE 150
Hohacl Loan Revalving Fundg 24,827,788 P1,029 94 - 35 BETTY .
Fosd preniue a0 ISRuRe Comy 1o, B60 37 854,051 16008301 851052
oys duforrod relundiog chargis [Z,7E5.819) - (142.238) (2570881 (142,938
Ciphor obidigaticng 3978091 SRR E1D LALT 05 4. k09957 1496420

Fotal governmmental activitio £ A3 A5 259 5 13 362290 % 7RAS006Y G463 /eF 382 %12 770881

Annunl delt service reguirements 1o maturity for the above governmental and
Erurant bond obligations are as follows:

Covernmental Actbvittes

Principal byterest Torad
2008 $ 21.566,344 $ 17285249 3 38,851,593
2010 11,286,976 16,409,139 37,696,115
200 20,328,785 15,503,839 36,832,624
2012 21,844,936 14,664,180 36,509,116
2013 21,652,947 13,480,325 35,133,272
2014-2018 87,106,000 53,379,281 40,485,281
2019-2023 78,475,000 34,618,5%6 H13,093, 596
20242008 60,730,000 17, 118480 77,848,450
2039-2033 32,525,000 6,610,438 39,135,438
2034 6,800,000 340,000 7,140,000

Total

$ 373315988 % 189409537 § 562715515
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Notes to Financial Statements
june 30, 2008

Mote ¥ - Long-term Debt (Continued)
Govarnmental Activities
General obligation bonds consist of the following:

YROA jmnue - $BL.005,000 serial honds due in annual stallments of
SHO000 o $2.385.000 through May |, 2813 interast from 445
percent 10 6.0 prroant $ 3,900,000

0T Sertes | obssue o 361 7IR000 serid bonds due o annual
instaltments of $2.550,000 theough May 1, 201 interest from 3.75
percent te 5375 paraent 7 650,600

002 msue - $30,050.000 serial bonds due in anesd instaliments of
5,775,000 to 32,765,000 through May 1, 2002 inferest from 4.0
percent 0 5.5 parcent 8,710,000

2003 Refunding issue ~ $58.395.000 serial bonds dug in annual
instaltments of $2,845,000 to $3,410,000 through May 1, 2021
interest from 2.25 percent to 5.0 parcent 40,550,000

FO0E Schoo! Bond Loan Refunding issue - $34,761,580 sevial bonds
i i anpusl instaliments of $3.635 000 e 54,266,000 through May
1, 2014; fixed interest at 3,318 parcent 23,661 000

04 Refunding ssus - T19.R70.000 serial bonds dus in aonus
instaflrnents of BHI00,000 o 31995000 chrough May 1, 2015
interest from 2.5 percent to 5.0 pereent 9,200,000

2005 issus - $158,335 000 serial bonds due in annual instaliments of
$4,600,000 o $6,800,000 through May |, 2034; interest from 3.8
percent (o 5.0 percent 154,125,000

2005 Refunding issue - $64,285 000 serial bonds due v annual
installments of $2,475000 o $7,730,000 chrough May |, 2027,
ingerast at 5.0 percent 64,285,000

2006 Refunding issue - 363575000 serial bonds due in annual
installments of $110,000 to $8,435000 through May 1, 2027

interest from 4.0 percent to 5.0 percent 63,425,000
Total bonded debt § 377 506,000

e T RS T
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{Continmed)

Uther governmental activities long-term obligations include the foliowing:

Ermployee-compensated absencos 1,297,584
Yoluntary retivemant supplement (718,385
Workers' compensation self-insurance . iehess

Total § 3189957

Durant Mon-Flaintiff Bond - induded in Governmental Activities General
Obligation Bonds is the Durant Non-Plaintfl Bond.  Annual totsl payments {principal
and interest) of $96,333 1o $647 230 sssociared with rhis bond are funded by the
Srate of Michigan via specifically appropriated state aid snd wili not requireg any
School District debt levy or wiilization of any other School Distrier fnanci
resources. | he Durant Mon-Plaintff Bond is comprisad of the following issue:

$1,371,786 School Improvement Bond, Series 1998 - due in annual installments of
$76,344 1o 5477 ,936 through May 15, 2013; interest at 4.76 percent.

Bchool Bond Loan - The school bond foan payable represents notes payable to the
atate of Michigan for loans made to the School District, as authorized by the 1963
state of Michigan Constitution, for the purpose of paying principal and interest on
genaral obligation bonds of the School District issued for capitel expanditures,
Interest rates are 10 be annually determined by the State Administrative Board,
Internst, at an annusl rate ranging from 4.25 percent to 475 percent from July 1,
2007 o june 30, 2008, has been assessed for the year ended june 30, 2008.
Repayrment Is required when the millage rate necessary to cover the annuasl bonded
debt service falls below 7 mills. The School District is required to jevy 7 mills and
repay to the State any excess of the amount levied over the bonded debt service
requirements.  Due to the variability of the factors that affect the timing of
repayment, inciuding the future amount of state-equalized value of property in the
Schoal District, no provision for repayment has been included in the above
amortization scheduke,
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june 30, 2008

Mote 7 - Long-term Debt (Continued)

Bchool Loan Revolving Fund - The School Loan Revobving Fund paysble
represents notes payable to the State of Michigan for loans made o the School
District, as authorized by the 1963 State of Michigan Constitution, for the purpose of
paying principal and interest on general obligation bonds of the Schoeol District issued
for capital expenditures. Interest rates are to be annually detarmined by the State
Adrministrative Board in accordance with Section 9 of Act No. 92 of the Public Acts
of 2005, as amended. interest rates went into effect beginning Cotober 1, 2005
pursuant to Public Act 92, Interest at the annusl rate of 4.823 percent from july 1,
2007 to Ocrober 3, 2007, 4769 percent from Octobar 4, 2007 to CGorober 9, 2007,
478 percent from October 10, 2007 o Neovember 4, 2007, 4.577 percent for
MNovember 5, 2007, 4.586 for Novermnber 6, 2007, 4,658 parcent from Movember 7,
2007 to Novenber 12, 2007, 4.624 parcent from Movember 13, 2007 to March 3,
2008, and 4 384 percent from March 4, 2008 1o june 30, 2008 has been assessad for
the year ended june 30, 2008, Repayrment begins as scon as annual tax collections
excead annual debt service payment requiraments.  The predetermined mandatory
final loan repayment date is May |, 2040. Due to the variability of the factors that
affect the tming of repayment, including the future amount of state-equalized value
of property in the School Districe, no provision for repayrmant has been included in
the above amortization schedule.

Advance Refundings - In prior years, the School District defeased certain bonds by
placing the procesds of new bonds in an irrevocable trust to provide for & Tutwre
debt service payrments on the old bonds. Accordingly, the trust acoounts assets and
liabilities for the defessed bonds are not induded in the basic financial statements,
At juna 30, 2008, 5287 095,000 of prior years' bonds outstanding are considerad
defeased.

Mote 8 -~ Risk Management

The School District is exposed to various risks of loss related to property loss, torts,
errors and omigsions, and employee injuries (workers' compensation), as well as
medical benefits provided to employses.  The School District has purchased
cormmercial insurance for all claims except workers' compensation and dental,
Workers' compensation is partially uninsured.  Settled claims relating to the
commercial insurance have not exceeded the amount of insurance coverage in any
of the past three fiscal years. For dental, claims are limited to various maximum
amounts which depend on employes contractual groups.
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Notes to Financial Statements
june 20, 2008

Mote 8 - Risk Management (Continued)

The School District estimates the liability for workers compensation claims that
nave been incurred through the end of the fiscal year, including hoth those claims
that have been reported as well as those that have not yet been reported, These
pstimates are recordad in the district-wide statements, Changes in the estiratad
iability for the past two fiscal yeurs were as follows:

2008 2007
Estimnated lability - Beginning of vear $ 291051 % 198343
Fetimated clairms incurrad - Including changes in
estimiates 132,987 267,037
Cladm payrments 163,150 174,209
Estimated liability » End of year % 160,988 % 291 151
Beginning July 1, 2008, the School District became partially selfi-insured for rnedical

benefits provided to employees. The School District’s maximum loss exposure foor
the fiscal year ending june 30, 2009 is limited and the School District has purchased
cormercial oxcoss msurance coverage to pay omployes daims i excess of
deducrible amounis.

Dofined Benefit Ponsicn Plan and Postemployment Benefits

Pian Description - The School District participates in the Michigan Public School
Emplovess Retirement System {MPSERS), & statewide, cost-sharing, multiple-
emplayer defined benefit public employee retirement system governed by the
State of Michigan that covers substantially all employees of the School District. The
system provides retirement, survivor, and disability benefits to plan members and
their beneficiaries. The system also provides postemployment healthcare benefits
to retirees and beneficiaries who elect to receive those benefits.

The Michigan Public School Employees’ Retirement System issues a publicly available
financial report that includes financial statements and required supplementary
information for the pension and post employment healthcare plans. That report is
available on the web at higp/iwww.michizan.gov/orsscheols, or by writing to the
Office of Retirement System at 7150 Harris Drive, P.C. Box 30171, Lansing Mi
48909.
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tlate % - Defined Benefit Penston Plan and Postemployment Bonofits
{Continmied)

Pension Benefits - Employer contributions to the pension systern result from the
implementing effects of the School Finance Reform At Under thase procedures,
aach schoot district is required o contribute the full actuarist funding contribution
amount  to fund  pension benefits.  The smployer contribution rate was
1119 percent of covered payroll for the period from July 1, 2007 through
saptember 30, 2007 and 1017 percent for the period from Qcrober |, 2007
through june 30, 2008, Basic plan members make no contributions, but member
investment plan members contribute ar rates ranging from 3 percent to 4.3 parcent
of gross wages. The School District’s required and actual contributions to the plan
for the years ended June 30, 2008, 2007, and 2006 were 38,139 565, $8.474,399,
and $7,143,343, respectively.

Postemployment Benefits - Under the MPSERS Act, all retiress partcipating in
the MPSERS pension plan have the option of continuing health, dental, and vision
coverage through MPSERS. Retirees electing this coverage contribute an armournt
equivalent to the monthly cost for Part B Medicare and 10 percent of the monthly
premium amount for the health, dental, and vision coverage at the time of recaiving
the benefits, The MP3ERS board of trustees annually sets the employer contribution
rate to fund the benefits on 2 pay-as-you-po basis. Participating employers are
required to contribute ot that rate,  The employer contribution rame was 6,55
percent of covered payroll for the pertod from july |, 2007 through September 36,
2067 and 6.5% percent for the period from Ootober 1, 2007 through lune 30, 2008,
The School [Hstricts required and scrusl contributions to the plan for rotires
healthcare benefits for the years ended June 30, 2008, 2007, and 2006 wern
B35, 114,667, $5,120,601, and $4,965 657, respactively.
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Required Supplemental Information

Budgetary Comparison Schedule - General Fund
Year Ended june 30, 2008

Cirgienal Finat Crver (Under)
Buclget Budget
Heovorme
Loomw souross § 21223500 0% 21 R335BO % 231,4BB55F 5 424,971
SERTE HOUFDRE Fo, 000,888 R AN 2 W 7RG RIT (207,707
Faderal sources R rirIE) 3,?8'}’,9‘@. 3T H5% 8,305
Toval revearnues 120,345 601 124991 732 125 198477 206 %55
Expernditures - Currant
Instractiom
Basic programs a5 1,190 &4 561 897 63,345 854 (H2E7 840
Added neads 13202 T P.661,082 i, 359 844 (3001,238)
Adudt and continuing education 276502 230,008 230,982 EXE
Support services:
Bupit 10, 146 928 0,176,672 1,05 P 6k [ETR908)
fnstructional seaff 4,150,084 4,348,515 4,056,228 (292,287
Geergrrat ackrrunistration 856,743 758,634 716 M7 {42,527
School administration 7,432,609 7,308,308 745672 {62,636)
Business services E700377 1,863,280 1,834 270 {34,710}
Operations and maintenance 10,659,912 b1.023221 FD875 508 {143.716)
Transportation and maintenance 4 092 433 4181 012 4 b FT BO& (103,208)
Contral 3,055 548 3080798 3,138,739 (42,067
Community services 93,800 31,596 738,687 {78,909

Tousd expancitures

Citheyr Financing Sourcss {Uses)

PE9 708,348

b20333.720

PE7 549 457

13,484,769}

Transfesrs in 09,000 109 000 19 0006 -
Transfers out {1.350,000) (1,350,000 (12790460
Total other financing uses (1,241,000} (1,241,000) (1,120,048} 120,954
Met Change in Fund Balance (603.745) 3,416,501 6,228,679 2812178
Fund Balance - Jly |, 2007 2,128,539 0,215,759 1,215,759

Fund Batanoe - Jung 36, 2008

$ B5247%4 § 13637260 % 16444438 %

812,178
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Combining Balance Shect
Monmajor Goverrmmental Funds
fume 30, 2008
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Other Supplemental information
Combining Statement of Revenue, Expenditures,
and Changes in Fund Balances
Monmajor Governmental Funds
Year Ended june 30, 2008
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[harang

2006

Retunding issim

TEHES
Hetunding fssus

Z005 fusue

2004 s

Brincipai Fringipal Frincipal Princtpal
2009 b3 o344 % D000 § 4,600,000 & 95000
D 797G 2,645 000 5235000 305000
201 23,785 2,765,000 B3 R0.000 ]I65.000
20 477,736 7,680,000 1,685,000 5,275,000 F3ES 000
2013 91547 £, 905 GO0 5,365,000 5,300,000 LRV
M4 b 50,006 5,450,000 5,325,000 I, 130,000
pitl FEOO00 7410000 5,350,000 1000040
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Other Supplemental Information
Schedule of Bonded Indebtedness
Year Ended june 30, 2008

003 5HL
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i 3EIS00G % 340000 % 2765500 % 1550000 % 2385000 5 ZL565 044
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KR T RY ] Ry 75000 2,550,000 545,000 11,338,755
LRESERLYY 3735000 TS 000 500,000 21,894,936
4,138,000 3,185,000 . 495,000 1,653 947
4,766,000 3,475,000 - - 21,276,000
2,335,000 ; ; 17,105,000
3,090,000 . - 16,125,00G
3.050,000 .- 6,745 000
3,004,000 . 16,355,000
955,000 - - 16,495 000
2,900,000 ] ) 6, 550,000
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£4, 195,600
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- . . Fo, 356, D00
. 150,000
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Independent Auditor's Report

To the Board of Education
Chippawa Vallay Schools

We have audited the financiad statements that collectvely comprise the basic financial statements
of Chippewa Valley Schools as of and for the year ended June 30, 2008 and have issund our
report thereon dated September 22, 2008, Those basic financial statements are the
responsibility of the management of Chippewa Valley Schools. Cur responsibility was 1o exprass
opinions on those basic finandial staterments hased on our audit.

Wa conducted our audit in accordance with auditing standards generally accepted in the United
Srates of Armerica and the standards applicable to finandial audits contained in Goverminent
Ausditing Stondards, issued by the Comptroller General of the United States.  Those standards
require that we plan and perform the audit to obtain reasenable assurance about whether the
basic financial statements are free of material misstatement. An audit includes examining, on 2
rest basis, evidence supporting the amounts and disclosures in the basic financial statements. Ary
sudit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation, We beliave that
our audit provides a ressonable basis for owr opinion

Gy audit was conducted for the purpose of forming opinions on the financial staterents that
collectively comprise Chippews Yallay Schools' basic financial staterents, The accompanying
schadule of expenditures of federal awards is praseniad for the purpose of additdo nal analysis
and is not a required part of the basie financal staternents. The information in this schedule hag
baen subjected to the muditing procedures applied in the audit of the basic financial statements
and, in our opinion, is fairly stated in all material respects in relation to the basic financial

statements tzken as a whole.
74@&/ f M@, sLee

Seprember 22, 2008
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Report on Internal Control Over Financial Reporting and on Compliance
and Dehar Marters Based on an Audit of Financial Statements Performed in
Accordance with Goversment Auditing Standards

1o the Board of Education
Chippewa Valley Schools

We have audited the financial statements of the governmental activities, each rosgor fund, and
the aggregate remairing fund information of Chippewa Valley Schools as of and for the vear
ended June 30, 2008, which collectivaly comprise Chippewa Valley Schools’ basic financiai
staternents, and have issued our report thereon dated Seprember 22, 2008, We conducted our
audit in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to fnancil audits contained n Government Auditing Stondards, issusd
by the Comptroller General of the United 5States.

fnternal Contral Over Financial Reporting

in planning and performing owr audit, we considered Chippewa Valley Schools’ internal control
over financial reporting as a basis for designing our auditing procedures for the purpose of
exprassing our opinion on the finandal statements, but not for the purpose of expressing an
opinion on the effectiveness of Chippewa Valley Schools’ internal control over finandial
reporting. Accordingly, we do not express an opinion on the effectiveness of Chinpewa Valley
Schools' internal controt ovar financial reporting.

A control deficiency exists when the design or opsration of a control doss not sliow
managemant or employess, in the normal course of performing thelr assigned functions, to
pravent or detect misstaternents on a tdmely basis. A significant deficiency is a control
deficiency, or combination of control deficiencies, that adversely affects the entity's ability to
initiate, authorize, record, process, or report financial data reliably in accordance with generally
accepted accounting principles such that there is more than a remote likelihood that a
misstatement of the entity’s financial statements that is more than inconsequential will not be
prevented or detected by the entity’s internal control,

A material weakness is a significant deficiency, or combination of significant deficiencies, thae
rasuits in more than a remots likelihood that 3 material misstatement of the financial statements
will not be prevented or detected by the entity’s internal control.

Qur consideration of the internal control over financial reporting was for the fimited purpose
deseribed in the first paragraph of this section and would not necessarily identify all deficiencies
in internat control that might be significant deficiencies or material weakpesses, We did not
identify any deficiencies in internal control over financial reporting that we consider to be
material weaknesses, as defined above,

_;jf.‘..”il 7




To the Board of Education
Chippewa Valley Schools

Compliance and Other Matiers

As part of obtaining reasonable assurance about whether Chippewa Valley Schools’ nancial
statements are free of material misstatement, we parformed tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements, noncompliance with swhich
could have a direct and material effect on the determination of financial staternent amounts,
However, providing an opinion on compliance with those provisions was not an chjective of our
audit and, accordingly, wa do not express such an opinion, The resuits of our tests disclosed no
instances of noncompliance or other matters that are required to be reported under Govermment
Auditing Standards.

This report is intended solely for the information and use of management, the Board ot
Ecucation, and federal awarding agendies and is not intended to be and should not be used by
anyone other than these specified parties.

September 22, 2008



" A — Frariie & Moran PLLO
YN ot pran,
prante

’g@w—gmwwm__mmwmw

morarn

ine

A5

Rl AL 1

Report on Compliance with Requirements Applicable 1o Each Major Program and on
tnternal Control Over Compliance in Accordance with OME Circular A-133

To the Board of bducation
Chippews Valley Schools

Lompliance

We have audited the compliance of Chippewa Valley Schools with the types of compliance
raquirements described in the US. Office of Management and Budger (OMB) Circular A-133
Compliance Supplement that are applicable to each of its major federal programs for the yoar
ended june 30, 2008, The major federal orograms of Chippewa Valley Schools are identified in
the summary of auditor's results section of the accompanying schedule of findings and
questioned costs. Compliance with the requirements of laws, regulstions, contracts, and grants
applicable to each of its major federal programs is the responsibility of Chippewa Valley schools’
management.  Our responsibility is to express an opinion on Chippewa Valley Schools’
comphiance based on our audit.

We conducted our audit of compliance in accordance with auditng standards generaily acceptad
in the United States of America; the standards applicable to financial audits contained in
Government Auditing Stondards, issued by the Comprrofler General of the United States; and
OMB Circular Ad133, Audits of States, Local Governments, and Non-Profit Organizations.  Those
standards and OMB Circular A-133 require that we plan and perform the audit to obtamn
ragsonable assurance about whether noncompliance with the types of compliance requiremants
referred to above that could have = direct and matenal effect on 3 mgjor federal program
ocowrred. An audit includes examining, on & test basis, evidence shout Chippewa Valley Schooly
compliance with those requirements and performing such other procedures as we considered
necessary in the circumstances. We believe that our audit provides a reasonable basis for our
opinion.  Our audit does not provide a legal determination on Chippewa Valley Schools'
compliance with those requirements.

in our opinion, Chippewa Valley Schoole complied, in all material respects, with  the
requirements referred to above that are applicable to each of its major federal programs for the
year ended june 30, 2008,




To the Board of Education
Chippewa Vailey Schools

internal Control Over Compliance

The management of Chippewa Valley Schools is responsible for establishing and maintaining
effective internal control over compliance with the requiremants of taws, regulations, contracts,
and grants applicable to federal programs. In planning and performing our audit, we considered
Chippewa Valley Schools' internal control over compiiance with the requirements that could
have a direct and rmaterial effect on a major federal program in order to determine our auditing
procedures for the purpose of exprassing our opinion on compliancg, but not for the purpese of
expressing an apinion on the effectiveness of internal control over compliange. Accordingly, we
do not express an opinion on the effectiveness of the entity’s internal control over compllance.

A controb deficency n an entity’s internal control over compliance exists when the design or
operation of a contrel does not allow management or employses, in the norma course of
performing their assigned functions, t prevent of detect noncomplinnce with a type of
compliance vequirement of a federal program on a fimely basis, A significant defidency is a
control deficiency, or combination of control deficiencies, that adversely affects the entity’s
ability to administer a federal program such that there is more than a remote likelihood that
noncompliance with a type of compliance requirement of a federal program that s more than
inconsequential will not be preverted o detected by the entity’s internal controb.

A roaterial weskness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that material noncompliance with a type of complisnce
requirernent of a federal program will not be orevented or detected by the entity's internal
conirot,

O consideration of internal control over compliance was for the limitad purpose described in
tion and would not necessarily idendly &l deficiendies in internal
control that might be significant deficienciss or material weaknesses. We did not identify any
deficiencies in internal controt over compliance that we consider to be material weaknesses, as
defined above.

the first paragraph of this s

This report is intended solely for the infermation and use of management, the Board of
Education, and federal awarding agencies and is not intended to be and should not be used by
anyone other than these specified parties.

Sepramber 22, 2008
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Chippewa Valley Schools

Notes to Schedule of Expenditures of Federal Awards
Year Ended june 30, 2008

Mote I - Significant Accounting Policies

The accompanying schedule of expenditures of federid awards indudes the faderal
grant activity of Chippews Valley Schools and s presented on the same basis of
accourting as the basic finandial statements.  The nformation in this schedule is
presented in accordance with the requirements of OMB Ciroular A-133, Audits of
Syotes, Local Governments, and Non-Profit Orgonizotions.  Therefore, some amounts
presented in this schedule may differ from amounts prasented in, or used in the
preparation of, the basic financisl statements.

pote 3 - Moncash Assistance

The value of the noncash assistance received was derermined in accordance with the
provisions of OME Circular A-133

Mote 3 - Grant Section Auditor's Repory

Management has utilized Form R-7120 and the Cash Management System (CMb}
Grant Auditor Report in preparing the achedule of expenditures of federal awards.
Unreconciled difforences, if any, have been disciosed to the auditor,

Mote 4 - Adjustments and Transters

At June 30, 2008, an adiustrent o the Michigan Schools Integrated Behavior and
Learning Initiative (MIBLSD) of $848 is reflected 1o correcr a misclassification of
deforrad revenue reported in the hene 30, 2007 schedule of expenditures of fadaeral
wavarels.



Chippewa Valley Schools
Schedule of Findings and Questioned Costs
Year Ended June 30, 2008
Section | - Summary of Auditors Hesuits
Financial Statements
Type of suditor’s report issued: Unqualified
internal contrel over finandial reporting:
»  Material weakness{es) identified? o Yes X Mo

s Signficiant deficiency(ies) identified that are
not considerad to be material weaknesses? 0 Yes ¥ blonereporied

nancompliance material to financial
sraternents noted! o, Tes S [

Federal Awards

internal control over major program(s):

»  Marerial weakness{es) identified? Yo ¥ Mo
= Signficiant deficiency(les) identdfied that are
aor considered to be material weaknesses? _ Yes A MNeone reported

Type of auditor’s report issuad on compliance for soajor progeam{sy Ungualitied
Asvy audit findings disclosed that are required

tor be reported in accordance with

Section 510(a) of Circular A-1337 _ Yes X No

identification of major program:

CEDA Number(s) “ Name of Federal Program or Cluster

84.027, 84.173 Special Education Cluster
Pallar threshold used to distinguish between type A and type B programs: $300,000

Audites qualified as low risk auditee? ~Yes  Neo




Chippewa Valley Schools

Schedule of Findings and Questioned Costs (Continued)
Year Ended June 30, 2008

Seetion 1 - Financial Statement Audit Findings

MNone

Section 88 - Federal Program Andit Findings

Mo
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Seprormiber 24, 2008

T the Board of Education
Chippewa Yalley School
19120 Cass Avenue

Clinton Township, Mi 48038

Digar Board Members:

Wa have recently completed our audit of the basic financial statements of Chippewa Yalley
Schools (the "District”) for the year ended june 340, 008, in addition o ouwr audit repaort, weE
are providing the following required audit communication and informational comments which
irrgract the Ehstricn

Page
Report on the Results of the Audit Process 34
Dther Becommendations: 54
irformational ltems g

We are grateful for the apportunity to be of service to Uhippewsa Valiey Echools., We also
exprass our appraciaton o Mr. Sederiund, Mrs. Mills, Mrs. Jacobs, and the antire business office
for the courtesy and cooperation extended o us during the course of the engagement. i there
are any guestions about your financial report or the above commants and recomyendations, we
would be happy to discuss them at your convenience.

Yeary truly yours,

Plante & Moran, PLLL

e Mr. Mark Deldin, Superintenden:
Mr. Scott Sederiund, Assistant Superintendant for Busingss -
Mrs. Janice Mills, Accounting Supervisor
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To the Board of Education
Chippews Vailey Schools
Ve have audited the fmancial stmtements of Chippewa Valley Schools for the vesr ended

june 30, 2008 and bave issued our report thereon dated September 22, 2008, Erofegsional
standards reguire that we provide you with the fallowing nformation related 1o our audi,

Ciugr Responsibility Under 1.5, Generally Accepted Huditing Standards

As stared i our engagement letter dated May 2B, 2008, cur responsibility, as described by
professional standards, is 1o express an opinion shout whather the financial statemants prepared
by management with your oversight are fairly presented, in alt raterial respects, i conformity
with U.5. generally accepted accounting orinciples.  We are responsible for planning and
performing the audic to obtain rensonable, but not absolute, assurance that the fimandial
statements are free of material misstatement. As part of our andit, we considered the interms!
controd of the District, Qur consideration of internal control was solely for the purpess of
datermining our audit procedures and not provide any assurance Concerning such internal
CONTol.

We are resporsible for communicating significant matters refated 1o the sudit thal are, in our
professional judgment, relavant to your responsihilities in overseeing the financial reportmg
process. However, we are not required to design procedurss spacifically 1o identify such
rmarters and our audit of the financial staternents does not relieve you of mansgement of your
responsibiiities,

Cror sudit of the District’s financial staterments has also been conducisd o accordance with
Cevaermment Auditing Stondards, issued by the Comprrolier General of the United States, Linder
Government Awditing Standards, we have made some Assessments of the District’s compliance
with certain provisions of laws, regulations, contracts and grant agreements. While those
assessments are not sufficient to identify all noncompliance with applicable laws, regulations, and
contract provisions, we are required to communicate all noncompliance conditions that come 1o
our attention. There were no instances of noncompliance conditions identified during our audit.

We also are obligated to communicate certaln matters related to our audit to those responsible
for the governance of the District, including certain instances of error or fraud and significant
deficiencies in internal control that we identify during our audit. In certain situations, Government
Auditing Standards require disclosure of illegal acts to applicable government agencies. i such
illegal acts were detected during our audit, we would be required to make disclosures regarding
these acts to applicable government agencies. No such disclosures were required.




Planned Scope and Timing of the Audit

We performed the audit according to the planned scope and timing previously communicated to
you in our discussion and letter about vlanning matters dated June 16, 2008.

Sienificant Audit Findings

Qualitative Aspecis of Accounting Practices

Marnagement is responsitle for the selection and use of approprite accounting policies. o
accordance with the terms of ow engagement letrar, we will advise management about thae
sppropriateness of accountng policies and their application. The significant accounting policies
used by the District are described in Mote | to the financial staternents, No new accounting
poficies were adopied and the spplication of existing policies was not changed during 2008, We
noted ne transactions entered inte by the District during the vear for which there is @ lack of
authoritative guidance of CONSEnsUs. There are no significant transactions that have becn
recognizad in the financial statements in u different pariod than when the transaction oecuryed.
The disclosures in the financial statements are neutral, consistent, and clear,

Accounting astiimales are an integral part of the financil staternents prepared by managenent
and are based on management’s knowledge angd experience about past and current events and
assumptions abous future events. Certain accounting estimates are particularly sensitive becauss
of their significance to the financis starements and because of the possibility that Tuture avents
affecting them may differ significantly from those expected.

Difficuities Encountered in Performing the Audit

We encountered no significant difficuldes in degling with management in performing and
completing our audit.

arrpcted ond Uncorrected Mlisstoternents

Professionsd standards reguire us to accumulate alf known and jikely misstatemants identifiad
during the audit, other rhan those that are trivial, and Communicats them o the appropriste
fevel of management, During the audit, managemaent acfjusted investments to reflect fair vaiue,
This misstatement, detected as 2 result of audit procedures and corrected by manageiment, was

not material to the financial statements ralken as a whole.
Disagreements with Management

For the purpose of this letter, professional standards define a disagreement with management as
a financial accounting, reporting, or auditing matter, whether or not resolved to cur satisfaction,
what could be significant to the financial statements or the auditor’s raport. We are pleased o
report that no such disagreements arose during the course of our audit,

fanogement’s Representations

We have requested certain representations from management that are included in the
ranmgement representation fetter duted Septamber 12, 2008.




Management’s Consultations with Other independent Accountants

in some cases, management may decide to consult with other accountants about auditing and
accounting matters, similar to obtaining a “second opinion” on certain situations. I a
consuitation involves application of an accounting principle © the organization’s financial
ceatements or a detesmination of the type of auditor’s opinion that may be expressed on those
statements, our professional standards require the consulting accountant to check with us
determine that the consultant has all the relevant facts. To our knowledge, thare were no such
vonsultations with otheyr acoountants.

Ciiher Audie Findings or issues

in the normal course of our professional association with thee Diistrict, we generally discuss &
variety of matters, including the appghication of acoounting principles and auditing standards,
business conditions affecting the District, and business plans and strategies that may atect the
visks of material misstatement. None of the matters discusser resultad in a condition of our
retention as the Distriet’s auditors.

As required iy OMB Ciraular A-1 33, we have also completed an audit of the federal programs
administered by the District. The results of that audit are provided to the Board of Education i
sur report on compliance with requiraments applicable to each major program and on internal
control over compliance in accordance with OMB Cireutar A 133 dated September 22, 2008,

This information is intended solely for the use of the Board of Education and management of
Chippewa Valley Public Seheols and is not intended to be and shoukd not be used by anyons
other than these specified parties.

Yary truly yours,

Plante & Moran, PLLO
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Kathy M. Dowrzy

Donna L. Hanson







Chippewa Valley Schools

Other Recommendations

tternal Control Observations and Suggestions

Diuring our audit process, we attempt 1o identify opportunities for the District to revise o
update its system of imternal control.  The primary goal of internal contrel is to provide
reasonable (as opposed to an absolute) protection to the [istrict and its assets and finandal
information. We appreciate the Districe bas fimited resources and must look to maximize the
henefits from the resources it utilizes. With fhat in mind. we offer the following for District
consideration as it continues o improve its operatons.

information Techrology (1T} - As a result of the now sudit standards which were in effect for
the current year, we were required to perform @ more detaled and comprehensive review of
the Distriect’'s technology controls and procedures. During this reviow, we noted Certaln areus
which could be erhanced to meat industry bost praciices.

iser Access - Currently there is an informal process {rypically verbal} for notiying T of new
pmployees/users, wermipations, and access changes to 1. We recommend that a formal process
{uiizing & paper of slocrronic form) be implemented.  This formal process would docurnent
user access required and necessary approvals, and 1T could use this provess to document the
user access granted, terminated, or changed. The forms should be retained either by 1T or
human resources (HR) for the duration of the employec's/user's employment, or in the case of
ermination, the duration of the audit. A sormalized process reduces the risk of confusion whan
granting and ferminating access for users and will aiso ensure that an employee's access s
commensurate with the employes's job function and does 10t altow for conflicting accoss.

Password Policy - Currently, network passwords are required to be five characters in length,
baves e CRPIFRLION, sompoxiy i net enforead, and there is no locke-ow of users after g numbar
of unsuccessiul attarnpts, YWith the current rrends in dats security broaches, management shicub
consider implementing the following Conerols:

= Requiring passwords to be a minimum of seven ¢haracters
s Setting an expiration of 30 days

¢ Enforcing complexity

»  Locking users out after three unsuccessiul attempts 1o fog in

&
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Chippewa Valley Schools

informational

State Hid isspes

2008/2009

Cor 2008/2009, the governor and Lagisiature continued to work through the State’s budget
issuss.  Once again, schools were acked to establish budgets without knowing the level of
funding to be provided by the Semte. in july 2008, & compromise was reached.

Foundation Allowance

The budget agresment provides for a $112 increase (1.6 percant increase) in the Districe's
foundation allowance. As part of the agreemant, the State continued with 3 shiding scale equity
payment concept within the foundation formula, The base foundation increase is $56 per pupH.
Being that Chippewa Valiey Schools i one of the lowest funded districts in the state, the District
will recoive an additional $56 per pupil,

fetirement Rate

The 2008/2009 retirement rate has been determined. The rate for the fiscal yeaw beginming
Cictober 1, 2008 will be 16.54 percent.

Kindergarten Full-funding “Intent” Language

As oart of the budget olan, the amendmants 1o the State Ald Act include Mintent nguage”
rmove toward a full-day kindergarien requirement. Essentially the language provides that,
beginning in fscal year 20092010, haif-day developmental kindergarten programs waondd be
funded ar 50 percent {currert law fully funds those programs) in addion, kKindergarien
programs would be fully funded in fiscal year 2010-201 | if they operated for 60 parcent of o day,
and fully funded in FY 20112012 if thay operated for 70 percent of a day.

As the State’s budget year moves forward. it will monitor the revenue intake with periodic
revenue-gstimating conferences.  tate law requires that the appropriations cannot exceed
revenue estimates, As 3 result, itis possible there could be reductions to district funding i the
Srate is aot able to generate the funding levels identified in the May 2008 revenue-estirnating
conference.



Chippewa Valiey Schools

informationat (Continued)

Michizan Business Tax Changes ympacting Public Schools

The Seate of Michigan has recently replaced the Michigan single business tax with the new
Michigan business tax. Two provisions of the new MBT will impact K-12 funding.

s The MBT expands the existing community foundation credit o include  educational
foundations, I your educational foundation meets certain spacified criteria, business danors
can receive an MBT credic equal 10 50 percent of thelr contribution, imited to 5 percent of
the donor’s ta Hability or $5,000, This provision will provide tix incentives 1o Dusinasses 1o
support sducational foundations, and, as a result, could load to enhanced funding o the
District.

s The MBT also provides for personal property tax relied 1o husinesses. Businesses will racelva
5 34 mili reduction on industrial personal property, and a 12 mill reduction on commerdial
personal property. Most districts will experience a substantial reduction in personal
property b receipts, 1o offset this reduction, the MBT requires the State 1o make specific
paymienis (o the School Aid Fund. It remains uncertain exactly how these funding changes
will impact individual districts, and the resulting cash fow may be delayed as the payments
rigrate to the 11 monthly state aid payments, We encourage you to closely monitor these
changes and adjust your budgeting and cash flow plans accordingly.



